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Read,  and  ordered  to  be  printed. 

L4.?>,  TREASURY  DEPARTMENT, 

December  3,  1839. 

The  undersigned  respectfully  submits  to  Congress  the  following  report 
on  tht;  finances,  in  obedience  to  the  "  Ac^supplementary  to  the  act  to 
establish  the  Treasury  Department :" 

It  is  gratifying  to  be  able  to  state,  notwithstanding  the  embarrassments 
of  the  present  year,  that  the  revenues  of  the  General  Government  have 
been  increased,  the  expenditures  diminished,  and  most  of  the  Treasury 
notes  redeemed* 

REVENUE    AND    MEANS    FOR    1839,    EXCLUSIVE    OP    TRUSTS    AND    THE 

POST    OFFICE. 

The  balance  in  the  Treasury  on  the  1st  of  January,  1839,  which  could  be 
considered  available  for  general  purposes,  was  $2,466,961  95 

The  data  on  which  this  computation  rests  are  in  the  table  annexed, 
(A.) 

The  receipts  from  customs,  the  first  three  quarters,  as  ap- 
pearing on  the  Register's  books,  are      -  -  $18,328,393  50 
This  includes  about  two  millions  and  three-fourths  col- 
lected last  year  in  Treasury  notes,  but  not  carried  on  his 
books  till  1839.     From  this  cause  the  actual  receipts  in 
this  year  will,  to  that  extent,  appear  larger  than  they 
ought. 
Receipts  from  lands  the  first  three  quarters,  including  also 

some  collected  last  year  in  Treasury  notes  -      5,417,286  31 

Miscellaneous  receipts      -  -          125.208  73 

Estimated  receipts  for  the  fourth  quarter  from  all  those 

sources  -  :V;         -  -       5,700,000  00 

Receipts  on  some  of  the  debts  against  banks  not  available 

on  1st  January,  1839,  but  since  paid    '-*'  1,322,686  00 

From  the  third  issue  of  Treasury  notes  under  the  act  of 

March  2, 1839 3,857,276  21 


Aggregate  means  $37,217,812  75 
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EXPENDITURES    FOR  1839,  EXCLUSIVE  OF  THE  POST  OFFICE  AND  TRUSTS. 

Civil,  foreign,  and  miscellaneous,  for  the  first  three  quar- 
ters -  -  -  $3,649,508  23 
Military,  for  the  first  three  quarters  -  10,791,799  21 
Naval,  for  the  first  three  quarters  -  4,713,701  57 
Estimate  for  all,  during  the  fourth  quarter  -  5,600,000  00 
Funded  debt  for  the  year  ....  14.658  98 


24,769,667  99 
Redemption  of  Treasury  notes  in  the  first  three  quarters, 

interest  as  well  as  principal       -  -       9,891,759  83 

This  includes  two  millions  and  three-fourths  paid  in  for 
duties  and  lands  last  year,  but  not  carried  on  the  Register's 
books  till  1839.  From  this  cause  the  expenditures  on 
that  account  will  appear  larger  by  that  amount  than  they 
actually  have  been  within  those  quarters. 
Estimated  amount  of  notes  redeemed  in  the  fourth  quarter  1,000,000  00 


Aggregate  payments  -    35,661,427  82 

Leaving  an  available  balance  of  money  in  the  Treasury 

on  the  31st  of  December,  1839,  of  -  -       1,556,384  93 


37,217,812  75 

General  exhibits  of  the  receipts  and  expenditures  in  1838  are  presented 
in  the  table  annexed,  (B.) 

The  funds  computed  to  be  not  available,  nor  applicable  to  public  pur- 
poses, at  the  commencement  and  at  the  close  of  the  present  year,  can  be 
seen  in  the  table  before  mentioned,  (A.) 

Details  of  the  expenditures  in  the  first  three  quarters  of  1839  are  also 
given  in  the  subjoined  statement,  (C.) 

PUBLIC    DEBT    AND    TREASURY    NOTES. 

The  condition  of  the  small  remains  of  the  funded  debt  has  not  materi- 
ally altered  since  the  last  annual  report.  A  statement  of  it,  with  the  seve- 
ral payments  made  within  the  year,  is  herewith  exhibited,  (D.) 

Though  incommoded  by  repeated  pressures  in  the  money  market  and 
suspensions  of  specie  payment  by  the  banks,  within  the  last  three  years, 
the  interest  and  all  the  principal  due  on  that  debt,  as  well  as  on  Treasury 
notes,  have  been  punctually  paid  in  specie  whenever  desired.  A  detailed 
statement  of  the  issue  and  redemption  of  Treasury  notes,  during  1839,  is 
annexed,  (E.) 

Not  more  than  one-fourth  of  a  million  of  the  first  and  second  emissions, 
and  two  millions  and  a  half  of  the  third,  will  probably  remain  outstanding 
at  the  close  of  the  year.  The  former  emissions  have  been  for  some  months 
redeemable,  but  the  last  one  does  not  begin  to  be  till  March,  1840,  except 
as  previously  offered  in  payment  of  public  dues.  The  aggregate  of  (wo  mil- 
lions and  three  fourths  of  principal  is  therefore  all  that  it  is  computed  will  be 
unpaid  of  nearly  twenty  millions,  which  were  issued  since  October,  1837,  in 
consequence  of  indulgences  granted  to  the  merchants  on  their  bonds,  and  the 
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banks  on  their  deposite  debts,  At  no  one  time  has  the  amount  of  notes  out- 
standing been  allowed  to  exceed  ten  millions,  and  the  present  very  reduced 
aggregate,  unredeemed,  is  less  than  the  sums  still  owing  from  the  banks 
that  suspended  specie  payments  in  1837,  and  from  the  Pennsylvania  Bank 
of  the  United  States  on  its  bond  due  in  September  next ;  arid  might  with 
ease  have  been  paid  during  the  present  year,  had  the  money  been  received 
on  those  claims. 

EXPORTS    AND    IMPORTS    WITHIN    THE    COMMERCIAL    YEAR    1839. 

*  % '    .,        v  **  •""•      '•'•**:    '%.»-' li    \  '*~  *f~t  w  -  **.  *vjj*      •  &    £**  f~    ~ 

The  exports  during  the  year  ending  September  30,  1839,  are  computed 
to  have  been  $113,359,004.  This  is  $9,872,388  more  than  those  in  the 
year  1838. 

Of  the  whole  exports  only  $17,408,000  were  of  foreign  origin,  and  of 
the  excess  in  exports  over  1838,  only  about  five  millions  were  domestic 
produce. 

The  imports  during  the  same  year  were  about  $157,609,560,  being  the 
very  large  excess  of  $43,892,356  over  those  during  the  previous  year. 
This  may  be  a  solution  of  a  portion  of  the  pressure  in  the  money  market. 
The  difference  bet  ween  the  imports  arid  exports,  being  $39,250,556  in  favor 
of  the  former,  is  larger  than  in  any  year,  except  three,  since  1789,  and  is 
much  larger  than  any  difference  in  the  valuation  of  the  same  articles 
with  the  profits  in  the  foreign  trade  added.  It  must,  therefore,  except 
so  far  as  reduced  by  an  unusual  quantity  of  goods  consigned  here  from 
abroad,  and  yet  in  store  unsold,  be  a  very  decisive  evidence  of  an 
increased  indebtedness  by  this  country  to  other  nations.  And  except  so 
far  as  this  new  indebtedness  may  consist  of  stocks  sold  and  the  proceeds 
returned  here  in  merchandise,  it  must  furnish  another  proof  of  one  imme- 
diate cause  of  the  present  pecuniary  pressure. 

The  history  of  our  commerce  during  the  twenty  years  from  1818  to  1838, 
presents  a  singular  change  in  the  last  half  of  that  period,  which  tends  strongly 
to  illustrate  the  correctness  of  these  suggestions.  During  the  first  half  of  it  the 
excess  of  imports  over  exports  was  only  about  seventy  five  millions  of  dol- 
lars, or  in  the  proportion  of  near  seven  millions  and  a  half  annually  on 
an  average. 

But  during  the  last  ten  years  of  it  the  excess  was  near  two  hundred  and 
twelve  millions,  or  over  twenty  millions  annually ;  and  thus  more  than 
two  hundred  and  fifty  per  cent,  greater  than  it  had  been.  Supposing  that 
the  seven  and  a  half  millions  were  composed  principally  of  the  fair  profits 
and  difference  in  valuation,  the  excess  over  that  rate  in  the  last  ten  years 
,  must  constitute  a  debt,  either  mercantile,  State,  or  corporate.  It  equals 
near  one  hundred  and  thirty-seven  millions  before  1839.  The  debt  thus 
computed  to  have  been  created  abroad;  by  stocks  and  otherwise,  within 
that  period,  will,  with  the  amount  of  previous  indebtedness,  form  an  aggre- 
gate quite  as  large  as  has  been  estimated  by  many  from  other  data. 

Further  particulars,  possessing  a  general  interest  and  relating  to  this 
subject  during  the  last  six  years,  are  exhibited  in  the  statement  annexed, 
(F.)  Additional  information  of  some  importance  concerning  our  exports 
and  imports,  from  the  commencement  of  the  Government  to  1838,  inclu- 
sive, has  been  prepared,  and  is  subjoined  in  other  tables,  (G  and  H.) 
These  tables  are  intended  to  be  in  a  form  convenient  for  reference,  and  are 
calculated,  by  easy  as  well  as  extensive  comparisons,  to  throw  new  light 
on  several  subjects  of  commerce  and  other  branches  of  industry  connected 
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with  the  finances.  They  exhibit  not  only  the  whole  exports  and  imports 
in  each  year,  but  the  consumption  of  the  latter,  and  the  changes  in  the 
whole  aggregate  value  of  each  principal  article,  whether  exported  or 
imported,  and  the  progress  of  our  foreign  trade  to  and  from  each  State 
separately,  as  far  back  as  is  practicable,  and  to  and  from  each  country  of 
much  commercial  importance  abroad.  A  few  of  the  most  striking  results 
are  condensed  in  a  note,  (I.) 

ESTIMATE    OF    THE    RECEIPTS    AND    EXPENDITURES    FOR    1840. 

For  reasons  hereafter  to  be  explained,  the  receipts  into  the  Treasury, 

the  ensuing  year,  cannot  be  estimated  so  high  as  in  1839. 

From  the  best  information  possessed  by  this  department,  it  is  computed 

that  the  aggregate  of  them,  available  for  public  purposes,  will  not  exceed 

$18,600,000,  viz :  from 

Customs  -  gl  5,000,000  00 

Lands  ....       3,500,000  00 

Miscellaneous  100,000  00 

Add  to  these  the  balance  available  and 
applicable  to  other  purposes,  which 
it  is  supposed  will  be  in  the  Trea- 
sury on  the  first  of  January,  1840  - 


The  efficient  means  in  that  year  will 
then  amount,  in  the  aggregate,  to  - 

If  Congress  should  make  appropria- 
tions to  the  extent  desired  by  the 
different  departments,  the  expendi- 
tures for  .840,  independent  of  the 
redemption  of  Treasury  notes,  are 
estimated  at  - 

Including  all  the  Treasury  notes  to  be 
redeemed,  the  aggregate  expenditure 
would  be  about 

This  would  leave  a  deficit  in  the 
Treasury  at  the  close  of  the  year, 
amounting  to 

But  there  will  be  due  from  the  United 
States  Bank,  in  September  next,  on 
its  iourth  bond,  about 

The  principal  now  due  on  the  Treas- 
urer's deposites  in  other  banks, 
which  suspended  specie  payments 
in  1837,  is  ... 

"Should  all  these  claims  be  collected  in 
1840,  they  would  prevent  a  defi- 
ciency, and  leave  an  available  bal- 
ance in  the  J'reasuryof  nearly 


1,556,385  00 
20,156,385  00 


20,000,000  00 

22,750,000  00 

2,593,615  00 

2,526,576  00 

1,149,904  00 
1,082,865  00 


It  is  not,  however,  considered  prudent  to  rely  exclusively  on  the  collec- 
tion of  these  debts. 

One  mode,  then,  of  obviating  any  difficulty  from  that  circumstance/ 
will  be  to  reduce  the  aggregate  of  new  appropriations,  by  postponing  some 
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and  lessening  others,  so  that  the  means  probably  available  will  be  sufficient 
to  meet  all  calls  upon  the  Treasury,  and  leave  in  it  an  average  balance  of 
about  two  millions. 

It  is  believed,  for  reasons  enumerated  hereafter,  that  such  a  reduction  is 
possible  without  essential  injury  to  any  useful  object,  and  that  this  balance 
is  the  smallest,  which  is  adequate  to  secure  promptitude  and  good  faith  in. 
public  payments,  so  heavy  in  amount  as  ours,  so  unexpected  at  times  in 
the  demands  for  them,  and  so  dispersed  over  a  wide  territory.  If  the  appro- 
priations are  not  thus  reduced,  it  will  be  wise  to  provide  seasonably  in 
some  other  way  for  the  amounts  of  the  contingent  deficiency,  and  of  such 
a  balance. 

According  to  the  opinions  of  the  different  departments,  as  to  the  sums  of 
money  proper  for  each,  and  which  constitute  the  basis  of  the  estimates 
submitted  to  Congress,  the  new  appropriations  required  for  the  next  year 
will  equal  the  sum  of  -  $18,280,600  55 

Viz: 

Civil  foreign  intercourse  and  miscellaneous  $4,981,344  19 

Military  services,  pensions,  &c.    -             -  8,213,61074 

Naval  service      -                          -            -  5,085,645  62 

For  further  particulars  as  to  these,  see  the  annual  estimates  herewith 
submitted,  (J)  Besides  these,  the  permanent  appropriations,  which,  by 
existing  laws  and  the  modification  of  them  recommended,  first  become 
chargeable  on  the  Treasury  in  1840,  amount  to  $1,586,000.  They  are, 
in  the  War  Department,  $1,236,000  ;  in  the  Navy,  $340,000;  arid  public 
debt,  $10,000.  The  principal  on  Treasury  notes  falling  due  will  be  about 
$2,750,000  more.  The  appropriations  already  made  and  chargeable, 
which  will  remain  uncalled  for  at  the  end  of  the  present  year,  are  esti- 
mated, by  the  different  departments,  at  the  further  sum  of  $11,827,371, 
though  that  is  considered  by  the  undersigned  as  likely  to  be  about  two 
millions  too  small.  Of  these  they  compute  that  nearly  $8,270,793  will 
be  required,  in  order  to  accomplish  the  objects  contemplated  by  them.  It 
is  proposed  to  apply  $3,014,711  to  the  service  of  the  ensuing  year  without 
re-appropriation,  and  the  residue  of  about  $541,866,  not  being  required  in 
order  to  accomplish  these  objects,  will  go  to  the  surplus  fund.  It  therefore 
follows,  if  all  the  new  appropriations  called  for  are  made,  that  the  whole 
charge  upon  the  Treasury  in  1840,  exclusive  of  the  Treasury  notes  out- 
standing, will  amount  at  least  to  $31,152,106,  of  which,  as  previously 
observed,  it  is  computed  that  $20,000,000  will  be  expended  within  that 
year  for  ordinary  purposes,  or  two  millions  and  three-fourths  more, 
including  the  redemption  of  Treasury  notes.  From  these  statements,  it 
must  be  perceived  that  our  condition  in  relation  to  the  deposite  of  another 
instalment  of  public  money  with  the  States  remains  much  the  same  as 
at  the  close  of  the  year  1838.  Consequently,  the  views  then  expressed  by 
the  department  have  continued  to  govern  its  course. 

This  state  of  the  finances  renders  it  also  unnecessary  to  submit  any 
remarks  upon  the  impolicy  of  providing  for  the  additional  deposite  or  dis- 
tribution of  surpluses  not  likely  to  occur,  or  for  any  donation  of  the  proceeds 
of  the  public  lands,  while  they  are  all  needed  to  defray  the  ordinary- 
expenses  of  the  General  Government. 

Besides  the  further  objection  to  some  of  these  measures,  arising  from 
their  apparent  conflict  with  constitutional  principles,  it  must  be  manifest, 
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that  if  the  proceeds  of  the  lands  should  be  given  away  when  needed  to 
discharge  appropriations,  the  deficiency  must  be  made  up  by  the  unpleasant 
alternative  of  a  resort  to  loans  or  increased  taxation. 

EXPLANATIONS  CONCERNING  THE  ESTIMATES  OF  RECEIPTS. 

The  estimates  of  receipts  from  duties  and  lands  during  the  next  year 
have  been  made  lower  than  for  1839,  for  the  following  reasons : 

A  further  reduction  of  certain  duties,  amounting  "to  nearly  $SOO,OOOr 
will  take  place  after  the  close  of  the  present  year.  It  likewise  happens 
that,  subsequent  to  a  large  importation  and  a  foil  of  prices  in  the  articles, 
exported,  as  in  1839,  the'amount  of  imports  often  declines  for  one  or  two 
years.  After  1825,  it  declined  uninterruptedly  for  six  years. 

The  contractions  and  expansions  of  our  paper  currency  have  at  times 
proved  another  striking  indication  of  the  reduction  and  increase  in  im- 
portations. Without  dwelling  here  on  the  intimate  connexion  between 
them  as  cause  and  effect,  by  means  of  the  foreign  exchanges,  and  the  neces- 
sity, after  overtrading  and  overissues  by  the  banks,  of  drawing  on  them 
and  adjusting  large  balances  in  specie,  it  may  be  observed  that  a  diminu- 
tion in  the  circulation  of  paper  has  been  going  on  for  several  months.  Hence 
a  diminution  in  the  imports  has  already  commenced,  and  is  confidently 
expected  to  continue  for  some  time. 

The  country  is  also  supposed  to  be  supplied  with  foreign  merchandise 
in  greater  abundance  than  it  was  a  year  ago.  This  will  lead  not  only  to 
a  reduced  demand  for  the  importation  of  more  goods,  but  to  a  greater  export 
of  what  is  already  here,  to  other  and  better  markets,  and  thus,  by  increased 
drawback?:,  as  well  as  diminished  imports,  materially  lessen  the  net  receipts 
from  customs. 

The  price  of  some  of  our  principal  articles  of  exports  being  lower,  the 
same  quantity  will  likewise  furnish  less  ability  to  make  purchases  abroad, 
and,  where  the  quantity  is  larger,  the  commercial  embarrassments 
both  there  and  here  will  tend  to  prevent  buying,  on  either  side  of  the 
Atlantic,  much  beyond  what  is  needed  for  early  consumption.  The  greatly 
increased  liabilities  on  the  part  of  many  corporations,  and  States,  for  the 
payments  of  interest  and  dividends  on  their  stocks  owned  by  foreigners, 
will  still  more  sensibly  affect  the  revenue.  Those  payments  must  require 
millions  of  exports  either  in  produce  or  specie,  which  will  lead  to  no  returns 
in  additional  imports.  It  is  believed  that  within  a  few  years  past  an  an- 
nual tax  or  drain  on  this  country  has  thus  been  created,  equal  to  twelve  or 
thirteen  millions  of  dollars. 

This  is  a  new  and  important  element,  besides  overbanking  and  over- 
trading, to  disturb  the  industry,  the  commerce  and  finances  of  the  Union. 
Its  rapid  growth  has  been  accelerated  by  the  distribution  of  the  surplus  in 
deposite  among  the  States,  tempting  them  in  several  instances  to  new  and 
unprofitable  enterprises,  and  stimulating  delusive  hopes  of  still  further  dis- 
tributions. Its  influence  for  evil  has^  been  aggravated  by  a  few  other 
causes,  some  of  them  temporary  in  duration  and  limited  in  extent,  but 
others  diffused  in  a  degree  over  considerable  portions  of  the  civilized  world, 
and  presenting  some  singular  anomalies  in  credit,  currency  and  trade.  But 
without  enlarging  on  the  consideration  of  them  here,  the  following  con- 
clusions may  be  regarded  as  inevitable. 

Should  the  States  not  speedily  suspend  more  of  their  undertakings, 
which  are  unproductive,  but.  by  new  loans  or  otherwise,  find  means  to  em- 
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ploy  armies  of  laborers  in  consuming  rather  than  raising  crops,  and  should 
prices  thus  continue  in  many  cases  to  be  unnaturally  inflated,  as  they  have 
been  of  late  years  in  the  face  of  a  contracting  currency,  the  effect  of  it  on 
our  finances  will  be  still  more  to  lessen  exports,  and  consequently  the  pros- 
perity and  revenue  of  our  foreign  trade.  It  will  also  impede  the  sale  of  the 
public  lands  by  diverting  labor  from  the  soil  to  works  which,  for  some  time, 
must  be  wholly  without  profit.  Circumstances  like  those,  with  the  scarcity 
of  money  and  high  rate  of  interest  abroad  produced  by  them  and  other 
occurrences,  not  necessary  to  be  now  repeated,  have  already  diminished  the 
income  in  the  present  year  below  what  it  otherwise  would  have  been,  and 
will  probably  manifest  their  power  much  more  in  the  year  to  come. 

The  estimates  for  revenue  from  lands  have  been  reduced  the  most  in 
proportion,  because,  besides  the  diminution  of  sales,  which  will  probably  be 
caused  by  the  present  and  prospective  scarcity  of  money  and  fall  of  the 
prices  of  produce,  the  amount  received  from  them  during  the  present  year 
has,  as  was  anticipated  by  the  department,  been  much  increased  by  the 
temporary  power  of  the  late  pre-emption  law. 

The  unusual  quantity  of  land  newly  advertised  during  the  year  1839, 
and  the  consequent  large  receipts  connected  with  that  cause  and  the  pre- 
emptions, are  circumstances  not  likely  to  recur  in  1840.  It  is  believed, 
therefore,  that  the  low  estimates  submitted  as  to  lands  will  prove  sufficiently 
high,  unless  a  graduation  bill  should  pass.  The  effect  of  such  a  bill,  judg- 
ing from  reason  and  from  analogy  to  the  graduated  prices,  under  which 
lands  are  now  selling,  on  account  of  the  Chickasaw  Indians,  at  Pontitoc, 
much  more  freely  than  elsewhere  within  the  same  State,  would  be  to  add 
considerably  to  the  revenue  for  a  few  years. 

EXPLANATIONS  OF    THE  ESTIMATES  AS   TO  EXPENDITURES  AND  OF  SOME 
FURTHER  REDUCTIONS  IN  THEM. 

The  estimates  of  expenditure  for  ordinary  purposes  in  1840  are  in  the  ag- 
gregate about  five  millions  less  than  what  it  is  computed  will  be  spent  in 
1S39.  This  great  reduction  has  been  proposed,  although  the  expenses  of 
1S39  will  be  quite  six  millions  less  than  those  of  1838,  and  those  of  183S 
were  somewhat  less  than  the  expenses  of  the  previous  year. 

The  various  items  of  new  appropriations  asked  for  are,  as  usual,  in  the 
•amounts  requested  by  the  different  departments  having  charge  of  the  dif- 
ferent subjects.  If  any  omissions  or  miscalculations  occur  in  them,  they 
must,  therefore,  happen  from  inadvertence  by  those  officers  best  acquainted 
with  the  business  within  their  own  peculiar  province. 

But,  in  the  present  condition  of  the  country  and  the  finances,  it  is  not 
expected  that  much  necessity  will  arise,  either  in  the  opinion  of  those'de- 
partments  or  of  Congress,  to  make  important  additions  to  the  sums  now  re- 
quested. On  the  contrary,  it  is  confidently  hoped  that  some  reductions 
from  them  can  be  effected  without  material  injury  to  any  great  national 
interests. 

It  is  difficult  in  a  young,  growing,  and  enterprising  community  to  re- 
strict public  expenditures  within  reasonable  limits.  "Certain  exigencies 
also  occasionally  occur  requiring  extraordinary  sacrifices.  When  patriot- 
ism and  honor  demand  largs  pecuniary  contributions,  the  latter  are  richly 
repaid  by  their  tendency  to  impart  vigor  and  security  to  the  former.  But, 
an  expenditure  of  twenty  millions  for  ordinary  purposes,  though  much  re- 
duced from  the  aggregate  during  a  few  years  past,  is  believed  by  the  under- 
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signed  to  be  more,  instead  of  less,  than  sound  policy  justifies,  while  the 
present  unusual  embarrassment  in  moneyed  affairs  shall  continue.  Indeed, 
strong  doubts  exist  if  it  be  not  more  than  the  real  necessities  of  the  General 
Government  usually  require.  The  reasons  for  this  conclusion  are  briefly 
these:  It  is  true  that  such  an  expenditure,  equalling  only  a  dollar  and  a 
fourth  per  head  of  our  population,  is  not  a  very  large  one  to  sustain  a  con- 
federacy with  such  widely  extended  duties  as  this.  If  reduced  to  the 
amount  of  imposts,  which  are  the  whole  real  burden,  and  if  compared  with 
the  taxes  elsewhere,  equalling  sometimes  fifteen  dollars  per  head,  under  po- 
litical institutions  of  different  forms  and  less  frugality,  the  pressure  from  that 
source  here  would  seem  to  be  remarkably  light. 

But  it  should  be  remembered  that  the  people  of  the  United  States  are 
obliged  to  defray  a  large  amount  of  other  public  expenses  imposed  upon 
them  by  State  authorities,  and,  at  the  same  time,  that  their  forms  of  govern- 
ment, among  various  excellencies,  have  been  preferred  particularly  ior  their 
economy.  Hence  the  true  question  with  them  in  respect  to  expenditures, 
is,  not  how  large  burdens  can  be  borne,  but  how  much  can  be  dispensed 
with.  It  is  not  what  is  splendid,  but  what  is  useful  and  necessary.  Not 
how  much  can  be  collected  from  them  without  suffering,  but  how  much 
can  be  left  with  them,  both  of  money  and  power,  and  insure  all  the  benefits 
of  the  soqial  system. 

As  the  interests  and  wishes  of  the  people  formed  the  Government,  they 
should  control  it. 

Considering  these  circumstances,  and  the  severe  simplicity  and  frugality 
befitting  a  republic,  what  amount  of  public  expenses  is  necessary? 

In  1831,  it  was  calculated  that  the  ordinary  expenses  of  the  General  Gov- 
ernment need  not  exceed  fifteen  millions  of  dollars.  The  undersigned  ex- 
pressed an  opinion  four  or  five  years  afterwards,  that  sixteen  or  seventeen 
millions  would  then  be  sufficient ;  and  he  still  believes  that,  notwithstanding 
the  continued  increase  of  our  population  arid  wealth,  they  might  with  pru- 
dence be  limited  to  eighteen  millions  in  1840.  and,  perhaps,  alter  the  expi- 
ration of  most  of  the  present  pensions  and  the  removal  of  the  rest  of  the 
Indians,  be  for  some  time  diminished  still  lower. 

Indeed,  in  point  of  fact,  so  recently  as  1834  and  1835,  the  whole  yearly  ex- 
penses were  only  seventeen  and  eighteen  millions,  independent  or  the  pub- 
lic debt.  Though  the  amount  has  since  been  increased  by  wars,  pensions, 
Indian  removals,  and  other  peculiar  causes,  deemed  at  the  time,  in  most 
cases,  sufficient  to  justify  the  appropriations  by  large  and  often  unanimous 
votes  in  Congress,  yet  a  reduction  has  been  going  on  during  1838  and  1839, 
and  all  the  ordinary  expenditures  would  not  in  the  present  year,  but  for  the 
pension  list  and  Indian  disbursements,  exceed  the  smallest  sum  last  men- 
tioned. The  whole  increase,  however,  has  not  been  confined  to  these  two 
items,  nor  could  the  whole  reduction  safely  be,  which,  in  the  opinion  of 
the  undersigned,  sound  economy  appears  to  require. 

In  the  inquiry  as  to  the  amount  of  expenditure  which  should  be  con- 
sidered necessary,  light  may  sometimes  be  obtained  by  adverting  to  the  in- 
crease of  population  and  wealth.  Looking  to  those,  if  the  expenditure,  in- 
dependent of  the  public  debt,  was  reasonable  in  magnitude  during  the  first 
eight  years  of  our  present  Government,  the  sum  of  seventeen  or  eighteen 
millions  annually  would  not  now  be  greatly  disproportionate,  nor  probably 
be  found  either  much  deficient  or  very  unnecessary.  It  would  be  nearly 
five  times  the  average  amount  about  half  a  century  ago,  while  our  populu- 
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tion,  since  that  time,  has  undoubtedly  increased  more  than  four-fold,  and 
our  wealth  and  resources  have  probably  increased  in  a  ratio  still  larger. 
The  last  remark,  however,  is  a  matter  of  inference  from  various  data,  more 
or  less  accurate  in  themselves;  such  as  the  average  importations,  which 
have  cnly  doubled  in  the  last,  forty  or  fifty  years ;  the  foreign  tonnage, 
which  has  increased  but  in  a  like  ratio;  the  exports  of  domestic  produce, 
which  have  quadrupled  since  1792;  and  the  whole  tonnage,  including  do- 
mestic as  well  as  foreign,  which  has  also  quadrupled  arid  become  more 
than  proportionally  efficient  by  introducing  into  it  over  eight  hundred 
steam  vessels. 

Other  data,  less  accurate  but  not  less  sure  indications  of  a  still  larger 
increase  in  wealth,  are  to  be  found  in  the  vast  extension  of  agriculture, 
manufactures,  the  mechanic  arts,  and  various  useful  applications  of  steam, 
as  well  as  in  opening  roads  and  canals,  building  up  flourishing  cities,  en- 
larging our  territory,  diffusing  practical  education,  and  multiplying,  by  ways- 
too  numerous  for  repetition,  the  comforts,  advantages,  and  powers  of  a 
great  and  prosperous  people. 

But  such  general  considerations,  though  beneficial  in  comparative  ex- 
aminations, are  usually  better  tests  of  the  ability  to  pay  than  of  the  pro- 
priety of  the  expenses  themselves.  A  scrutiny  into  the  principal  items  of 
the  latter,  and  their  amounts  at  this  time,  compared  with  those  from  forty 
to  fifty  years  ago,  will  aid  much,  in  connexion  with  the  considerations  be- 
fore mentioned,  in  forming  a  more  accurate  judgment  on  the  propriety  and 
necessity  of  most  of  the  present  expenditures.  It  will  show  what  branches 
have  since  sprung  into  being,  and  what,  from  their  character,  should  or 
should  not  be  longer  continued. 

Some  suggestions  were  submitted  on  this  subject  in  the  last  annual  re- 
port, and  its  importance  must  be  the  excuse  for  adding  more  on  this  occa- 
sion. The  expenditures  nominally  connected  with  foreign  intercourse 
have  increased  least.  Those  connected  with  the  War  Department  have 
increased  most.  The  civil  and  miscellaneous  charges  continue  compara- 
tively moderate.  But  several  of  our  heaviest  burdens,  such  as  the  navy, 
the  pensions,  Indian  disbursements,  and  a  class  consisting  of  light-houses, 
fortifications,  roads,  and  improvements  in  harbors  and  rivers,  have  aug- 
mented very  largely  since  the  first  eight  years  of  the  Government.  Some 
of  them  have  increased  more  than  fifty  fold. 

.On  a  careful  examination  it  will  be  seen  that  various  vindications,  more 
or  less  plausible,  have  been  made  for  these  additions  at  different  periods  ; 
but  they  cannot  be  now  applicable  for  the  continuance  of  them  all. 

Thus,  the  enlargement  of  our  naval  expenses  from  less  than  half  a 
million  yearly  before  1795,  to  more  than  six  millions  now,  was  in 
some  degree  justified,  from  time  to  time,  as  an  efficient  aid  to  foreign 
intercourse  with  semi-barbarous  people,  and  for  the  protection  of  our 
commerce  and  citizens  against  injustice  or  rapine  whether  in  remotest 
Asia,  or  nearer  quarters  of  the  globe.  The  increase  of  pensions  from 
only  forty  or  fifty  thousand  dollars  yearly  at  first,  and  only  eighty 
thousand  as  late  as  1811,  to  nearly  four  millions  now,  was  defended 
on  various  grounds.  But  in  most  cases  it  was  considered  less  as  a 
liberal  charity  than  as  a  payment  of  the  revolutionary  debt  to  a  patriotic 
soldiery,  who  advanced  arduous  services  in  the  field  rather  than  money, 
and  endured  sufferings  in  the  establishment  of  our  liberties,  which  a  grate- 
ful posterity  should  endeavor  to  remunerate.  The  Indian  expenditures, 
enlarged  frum  a  few  thousands  to  three  or  four  millions  of  dollars,  have 


[2]  10 

been  regarded  as  the  most  efficacious  means  of  improving  permanently  the 
condition  of  the  aborigines,  as  wisely  extending  the  boundaries  of  civiliza- 
tion over  the  new  States,  and,  in  a  fiscal  view,  as  profitable  advances  of 
money,  soon  to  be  fully  repaid  by  the  sales  of  lands,  to  which  the  Indian 
title  has  thus  been  amicably  extinguished.  The  other  group  of  items,  for 
forts,  light-houses,  roads,  harbors,  and  rivers,  some  entirely  new,  and  the 
whole  augmented  from  fifty  thousand  dollars  to  three  and  four  millions, 
have,  on  several  occasions,  and  to  a  proper  extent,  been  considered  as  pru- 
dent precautions  for  national  defence  and  useful  aids  to  the  extension  and 
security  of  commerce.  Some  expenses  of  smaller  magnitude  may  have 
swollen  quite  as  fast  as  these  ;  others  with  less  rapidity;  and  others  still 
have  been  wholly  created  since  1797.  Part  of  thqm  have  apparently  be- 
come a  permanent  charge  on  the  Treasury,  and  part  undoubtedly  may  be, 
as  others  have  been,  properly  discontinued.  But,  without  time  now  to  go  into 
the  consideration  of  details  as  to  any  except  those  four  enumerated  classes, 
it  may  be  added  that  these  are,  when  united,  nearly  quadruple  all  the  other 
ordinary  expenditures;  and  either  of  those  four  classes  alone  amounts 
yearly  to  a  sum  about  equal  to  all  the  other  ordinary  expenditures,  and  more 
than  the  whole  of  every  kind  except  the  public  debt,  each  year,  from  1789 
to  1797. 

The  precise  periods  when  the  greatest  increases  happened,  and  the  ratio 
of  them,  have  not  kept  an  uniform  pace  with  the  progress  of  population  and 
wealth.  In  many  respects  the  ratio  has  not  been  nearly  so  great  during  the 
last  tenor  twenty  years  as  in  some  previous  terms.  Thus,  the  whole  expenses 
of  the  Government  in  1793,  with  the  exception  before  mentioned,  were  about 
three  millions  yearly ;  and  in  1818,  after  the  lapse  of  a  quarter  of  a  cen- 
tury, had  increased,  though  in  a  period  of  peace,  to  fifteen  millions  of  dol- 
lars, or  five-fold,  while  our  population  in  that  period  hud  only  doubled. 
But,  during  the  next  sixteen  or  seventeen  years,  as  in  1834  and  1835,  the 
expenses  had  enlarged  not  twenty-five  per  cent.,  while  our  population  had 
advanced  at  least  sixty-six  per  cent.  During  the  present  year,  though 
in  intermediate  periods,  chiefly  from  Indian  wars  and  removals,  con- 
siderably higher,  they  will  not  exceed  the  amount  in  1818  more  than 
sixty- six  per  cent.,  while  our  population  has  since  increased  more  than 
eighty-four  per  cent.  Again,  take  the  progress  in  the  ordinary  civil 
expenses,  which  include  those  of  the  Executive,  Legislative,  and  Judicial 
departments,  miscellaneous  and  foreign  intercourse;  all  of  them  united 
wero  but  a  little  over  half  a  million  of  dollars  in  1793  ;  while  in  1818,  they 
had  increased  to  nearly  four  millions,  or  eight  hundred  per  cent.,  though 
our  population  had  augmented  only  one  hundred  per  cent. 

But  since  the  last  date,  that  class  of  expenditures  has  not  enlarged  forty 
per  cent.,  having  been  not  over  five  millions  and  a  half  in  either  1837, 
1838,  or  probably  1839,  while  our  population  has  advanced  eighty  four  per 
cent.,  or  more  than  double  that  rate.  All  can  thus  perceive  where,  when, 
and  in  what,  the  greatest  increases  have  occurred — the  principal  reasons, 
whether  sufficient  or  otherwise,  assigned  for  several  of  them,  and  the  ample 
opportunity  which  still  exists  for  further  retrenchments,  so  far  as  the  public 
interests  are  supposed  by  Congress  to  require  them,  in  any  or  all  of  these 
large  burdens  on  the  public  treasury. 

As  some  encouragement  to  hope  for  a  continued  reduction  in  several  of 
them,  without  injury  to  any  of  the  important  establishments  of  the  country, 
it  may  be  observed,  that  portions  of  these  items  of  expense,  and  several 
smaller  ones,  must  cease  forever  with  the  temporary  occasion  for  them,  and 
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others  will  not,  when  once  completed,  require  renewal  soon,  if  ever.  Such 
are  numerous  special  donations  and  grants :  durable  public  buildings  of  all 
kinds,  dry  docks,  improvements  at  navy  yards,  forts,  arsenals  and  arms, 
roads  and  harbors  constructed,  obstructions  in  rivers  removed,  the  manu- 
facture of  weights  and  measures,  the  survey  of  the  coast,  much  of  the 
removal  of  the  Indians,  the  extinguishment  of  Indian  titles,  and  most  of 
the  existing  pensions.  But  unpleasant  as  is  the  task  of  reduction,  it  may 
also  become  necessary  to  go  farther,  and  diminish  on  a  general  pro  rata 
scale  or  otherwise,  the  compensation  to  all  officers,  civil  and  military, 
executive,  judicial  and  legislative.  It  is  surely  much  better  to  do  this, 
so  far  as  the  public  exigencies  may  require  and  justice  sanction,  than  to 
expose  the  Treasury  to  bankruptcy,  by  continuing  to  make  appropriations 
beyond  the  certain  means  provided  for  the  payment  of  them,  or  to  resort,  in 
a  period  of  peace,  to  the  spendthrift  and  suicidal  policy  of  effecting  per- 
manent loans  to  defray  ordinary  expenditures.  Peace  is  the  time  to  pay 
rather  than  incur  debts,  arid  it  would  be  wiser  for  any  nation  even  to 
hoard  during  peace  than  to  borrow  largely,  and  thus  encumber  still  more 
those  energies  and  resources  which  are  naturally  crippled  by  war,  but  whose 
whole  vigor  is  so  conducive  to  its  success. 

The  preceding  remarks  are  applicable  to  ordinary  expenditures.  But  for 
extraordinary  ones,  such  as  within  a  few  years  past,  the  expensive  removal 
of  the  Creeks  and  Cherokees,  the  Black  Hawk  and  Florida  wars,  while 
equal  caution  may  well  be  exercised  in  deciding  on  their  necessity,  yet, 
when  once  that  is  admitted,  less  objection  exists  to  temporary  measures  for 
relief,  like  Treasury  notes  or  short  loans,  provided  a  permanent  increase  of 
taxation  is  not  likely  to  be  required  in  the  end. 

In  voting  for  extraordinary  charges,  as  well  as  in  sanctioning,  from  sym- 
pathy or  justice,  unexpected  appropriations  towards  large  private  claims 
and  interesting  local  objects,  it  often  happens  that  heavy  payments  are  im- 
posed on  the  Treasury  for  purposes  not  contemplated  in  the  ordinary 
estimates. 

And  the  obvious  propriety  of  generally  making  at  the  same  time  some 
new  provision  of  means  adequate  to  the  discharge  of  such  additional  bur- 
dens, is  sometimes  unfortunately  overlooked.  But,  when  acting  on  these 
or  other  cases,  if  Congress  cannot,  consistently  with  its  views  of  duty  to 
the  country,  adopt  the  course  suggested,  and  restrict  the  amount  of  appro- 
priations, whether  ordinary  or  extraordinary,  to  the  certain  current  revenue, 
the  only  remaining  courses  which  seem  defensible  are  these:  either  to 
provide  for  recalling  portions  of  the  public  money  now  deposited  with  the 
States,  or  establish  an  adequate  system  of  direct  taxation,  or  at  once  resort 
to  the  contingent  power  contemplated  in  the  existing  laws  concerning  the 
tai iff  when  changes  become  necessary  for  purposes  of  revenue,  and  restore 
the  duty  on  several  articles  of  luxury  n  >w  free. 

ON    SOME    PERMANENT    SAFEGUARD    UNDER    FLUCTUATIONS    IN  RECEIPTS 

AND    EXPENDITURES. 

Much  has  at  times  been  wisely  done  by  Congress  to  supply  means  for 
meeting  unexpected  deficiencies.  But  all  legal  provisions  heretofore  adopted 
for  that  purpose  having  expired,  our  financial  operations  will  be  constantly 
exposed  to  danger,  unless  some  permanent  safeguard  under  contingencies 
is  established. 
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These  circumstances  must  constitute  an  apology  for  once  more  explain- 
ing some  of  the  grounds  in  favor  of  such  a  measure,  and  earnestly  asking 
speedy  legislation  concerning  it. 

The  principal  sources  of  cur  present  revenue  are  sensibly  affected  by 
fluctuations  not  only  in  commercial  prosperity,  but  in  the  crops,  the  bank- 
ing policy,  and  credit  systems  of  even  foreign  nations.  The  influence  of 
these  causes  seems  to  become  yearly  more  changeable  and  more  uncertain 
in  its  extent. 

Numerous  illustrations  in  support  of  these  views  have  been  referred  to 
in  former  reports.  £ome  of  them  show  a  sudden  and  great  falling  off  in 
the  regular  receipts,  though  during  peace,  as  the  duties  in  1816,  from  nine 
millions  in  one  quarter,  to  only  three  in  the  next ;  land  as  the  sales  of  pub- 
lic lands,  from  twenty  four  millions  in  1836,  or  an  amount  over  half  of  all 
received  in  the  previous  forty  years,  to  less  than  three  millions  in  1838. 
But  the  returns  from  the  districts  in  some  States  during  the  last  two  years 
present  additional  facts  equally  striking  on  this  subject. 

In  Michigan,  for  instance,  the  sales  of  public  lands  in  1836  exceeded  five 
millions  of  dollars.  They  fell  in  1838  to  only  $154,284;  and  in  Missis- 
sippi, where,  in  1835  and  1836,  they  exceeded  three  millions  each  ye-ar, 
they  fell  in  1838  to  only  $96,636.  As  before  intimated,  a  portion  of  such 
extraordinary  fluctuations  results  from  the  vacillating  character  of  the 
sources  from  which  our  revenue  is  derived.  But  most  of  them  are  evils 
inseparable  from  the  periodical  contractions  and  expansions  incident  to  the 
present  defective  system  of  banking,  in  a  country  so  full  of  enterprise  as 
ours,  with  such  freedom  in  pursuits,  such  facilities  of  intercourse,  and  such 
strong  temptations  to  rash  speculation. 

The  fluctuations,  however,  are  not  confined  to  the  receipts.  The  ex- 
penditures, which  may  be  sanctioned  by  Congress  annually,  are  very  uncer- 
tain in  their  amount,  as  well  as  doubtful  in  the  proportion  of  them,  which 
will  be  called  for  within  the  year,  or  in  any  particular  portion  of  it. 

All  these,  and  similar  considerations  in  favor  of  some  permanent  provi- 
sion on  this  subject,  apply  with  still  greater  force  than  they  have  heretofore. 
The  available  balance  in  the  Treasury  to  facilitate  its  operations,  is  much 
smaller  than  has  formerly  been  usual.  The  receipts  on  the  debts  still  due 
from  banks,  after  two  previous  disappointments  as  to  some  of  them,  must 
be  regarded  with  increased  doubt,  and  if  they  should  be  paid  within  the 
coming  year,  the  outstanding  Treasury  notes  become  redeemable  in  the  first 
half  of  it,  and  must  be  discharged  some  months  before  the  bond  of  the 
United  States  Bank  falls  due  in  September. 

The  introduction  of  steam  in  voyages  across  the  Atlantic,  besides  the 
great  revolution  it  must  produce  in  other  respects,  will  so  expedite  orders 
and  imports,  as  to  produce  a  sensible  departure  from  the  former  more  uni- 
form periods  of  laying  in  stocks  of  certain  kinds  of  merchandise  in  advance, 
and  must  thus  add  to  the  irregulariiy  in  our  receipts  from  imports,  as  well 
as  to  the  uncertainty  in  previously  estimating  their  amount. 

The  practice  of  incurring  expenses  in  certain  cases,  sometimes  legisla- 
tive, and  sometimes  military,  or  of  a  different  character,  in  anticipation  of 
appropriations,  and  occasioned  by  unexpected  necessities  or  unusual  de- 
lays, seems  to  be  increasing.  It  augments  the  risk  of  a  temporary  defi- 
ciency, because  large  sums  thus  become  payable  in  a  mass,  and  forthwith 
from  the  Treasury,  when  most  of  the  members  of  Congress,  at  the  time  of 
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making  the  appropriation?,  expect  that  the  burden  will  bespread  somewhat 
equally  over  the  whole  of  the  ensuing  year. 

Why  then  should  not  a  constant  safeguard,  or  some  permanent  remedy 
under  such  irregularities,  be  provided  ?  The  omission  to  do  this  can  hardly 
be  considered  the  true  check  on  extravagant  expenditure,  as  that  check 
would  seem  to  consist  rather  in  a  forbearance  to  make  unnecessary  appro- 
priations, than  in  a  refusal  to  provide  ample  means  for  paying  with  prompt- 
itude under  all  probable  contingencies,  what  has  already  been  appropriated, 
and  has  thus  received  the  deliberate  sanction  of  Congress.  The  national 
pride,  no  less  than  its  honor  and  credit,  appears  to  be  concerned,  in  adopt- 
ing some  measure  on  this  subject,  stable,  efficient,  creditable  to  free  institu- 
tions, and  possessing  a  paramount  influence  to  preserve  unspotted  the 
public  faith. 

The  Slates  now  possess,  separately,  quite  as  deep  an  interest  in  such  an 
arrangement  as  the  General  Government,  since  a  blow  on  the  credit  of 
the  latter  would,  like  an  electric  shock,  be  felt  through  the  whole  of  them, 
and  inevitably  depreciate  still  more  their  immense  amounts  of  stocks. 

It  is  hoped  that  an  actual  failure  to  furnish  means  to  make  prompt 
payment,  under  all  contingencies,  and  thus  producing  the  very  violation 
of  good  faith,  so  much  to"  be  deprecated,  will  not  be  necessary  to  awaken 
its  guardians  to  the  urgent  importance  of  some  such  remedial  provision  ; 
a  measure,  without  which,  in  the  shape  of  an  investment  or  large  balance 
on  hand,  or  authority  given  to  postpone  certain  classes  of  appropriation 
when  the  revenue  proves  insufficient  for  the  whole,  or  some  power  to 
borrow  money,  or  issue,  on  interest,  when  necessary,  drafts  or  exchequer 
bills,  no  financial  system  in  any  enlightened  country  has  been,  or  can  be, 
long  administered  with  safety  and  honor. 

In  our  system,  the  provision  on  this  subject  was  very  uniform  and 
permanent,  till  the  extinguishment  of  the  national  debt  in  1835.  Previous 
to  that  time,  a  large  balance  beyond  the  expenses  for  ordinary  purposes 
was  generally  collected,  and  being  kept  on  hand  till  near  the  close  of  the 
year,  so  as  to  assist  in  any  contingency,  Was  then,  if  not  thus  wanted, 
applied  towards  the  payment  of  the  debt. 

After  that  time,  the"  first  resort  in  the  event  of  fluctuations  was  tern- 
porary,  and  consisted  of  the  accidental  and  unexpected  accumulation 
which  immediately  followed.  When  parts  of  that  accumulation  were 
expended,  and  the  residue  was  divided  among  the  States,  instead  of 
being  invested  and  held  to  meet  deficiencies,  the  recall  of  it,  as  fast  as 
needed  for  the  latter  purpose,  was  still  sanctioned  by  Congress,  and 
constituted  the  next  permanent  remedy.  But  this  power  of  recall  was 
afterwards  taken  from  the  Treasury  Department,  and  instead  of  it  the 
payment  of  one  instalment  was  postponed,  and  a  very  limited  authority 
given  to  issue  Treasury  notes  for  aid  in  any  contingency.  That  au- 
thority also  expired  in  June  last,  and  while  in  force  contained  requisitions 
immediately  to  receive  those  notes  in  payments  when  offered,  and  at  the 
same  time  preventing  the  re-issue  of  them,  which  proved  to  be  exceedingly 
inconvenient  and  hazardous  ;  which  have  already  rendered  two  additional 
acts  of  Congress  necessary,  and  which,  in  a  moneyed  crisis  like  the  present, 
not  only  endangers  all  fiscal  operations,  but  would  have  stopped  some 
of  the  most  important  of  them,  if  not/obviated  in  a  degree  by  seasonable 
arrangements  made  in  anticipation  of  difficulty. 
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The  department,  therefore,  is  now  without  any  resort,  temporary  or 
permanent,  in  case  of  material  deficiencies  ;  and  considering  all  the  circum- 
stances before  mentioned,  with  the  dangerous  liability  in  law  to  have  the 
whole  of  the  outstanding  Treasury  notes  paid  in  at  any  moment  for  public 
dues,  without  a  power  remaining  to  issue  others  in  their  stead  ;  considering 
also  the  present  revulsions  in  the  commercial  world,  which  affect  so  se- 
riously the  receipts  from  both  duties  and  lauds  ;  considering  the  disasters 
which  are  befalling  the  banks  and  rendering  our  collected  funds  in  some 
cases  wholly  unavailable,  and  the  advances  necessary  to  be  soon  made  for 
the  large  payments  of  pensions,  and  Treasury  notes  falling  due  in  March, 
the  earliest  attention  to  new  legislation  on  this  subject  seems  highly  prudent, 
if  not  indispensable,  ior  the  effectual  security  of  the  public  credit. 

THEMANNER  OF  KEEPING  THE  PUBLIC  MONEY,  WITH  THE  PROPER  GUARDS 

AGAINST    LOSSES. 

During  the  present  year,  the  public  money  has  been  kept  in  the  following 
manner.  Where  suitable  banks  could  be  obtained,  in  conformity  to  the  act 
of  June  23,  1836,  it  has  been  placed  in  them,  in  general  deposite.  When 
such  could  not  be  obtained,  and  the  amounts  were  likely  to  be  permanently 
large,  or  were  not  collected  by  any  public  officer,  the  money  has  been 
placed  in  banks,  in  special  deposite,  either  in  the  modified  form,  as  explain- 
ed last  year,  or  under  particular  stipulations  in  writing.  In  other  cases, 
where  it  was  small  in  amount,  or  likely  to  be  wanted  immediately  for  pub- 
lic use,  it  has  remained  with  those  collecting  it  till  drawn  for. 

Only  two  banks  are  now  employed  as  general  depositories,  under  the 
act  of  June,  1836.  Their  names  and  the  amount  of  public  money  in  each, 
subject  to  draft  at  the  last  returns,  are  annexed,  (K.) 

A  tabular  statement  is  also  appended,  which  shows  the  condition  of  those 
banks  and  the  reasons  for  the  discontinuance  of  three  of  that  class,  since 
the  last  session  of  Congress  ,(L.) 

In  respect  to  the  system  at  present  in  use,  it  is  not  proposed  to  add  much 
to  the  comments,  which  have  been  submitted  on  its  defects,  in  former  re- 
ports. The  failures  among  the  banks  within  the  last  few  months  have 
again  strongly  illustrated  those  defects. 

Without  further  legislation,  this  system  cannot  be  made,  and  it  certainly 
is  not  now  the  most  safe  and  convenient  one,  whether  Congress  intend  to 
continue  a  system  of  banks,  or  adopt  one  independent  of  banks,  or  employ 
a  mixed  one'  composed  of  both.  But  it  is  a  system  forced  on  the  depart- 
ment, by  the  peculiarities  of  the  existing  laws  and  the  present  condition  of 
our  banking  institutions.  It  is  believed  to  be  the  best  one  possible,  consist- 
ent with  them.  Under  the  present  arrangements  no  eventual  losses  are 
supposed  to  have  been  sustained,  which  are  properly  attributable  to  this 
mode  of  keeping  the  public  money.  Any  small  ones,  which  are  likely  to 
happen,  appear  to  be  the  result  of  the  usual  risks  incident  to  the  mere  col- 
lection and  disbursement  of  the  money,  without  reference  to  the  manner  of 
keeping  it,  and  these  kinds  of  risks  are  inseparable  from  any  system  here- 
tofore in  force  on  this  subject,  whether  consisting  of  an  United  States  Bank, 
or  State  banks,  or  either  of  those  mixed  with  individual  officers. 

An  exclusive  use  of  bank  corporations  for  collecting  and  disbursing,  as 
well  as  keeping  all  the  public  money,  could  alone  dispense  with  the  em- 
ployment of  individual  officers  for  the  two  former  purposes,  which  has 
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prevailed  from  the  foundation  of  the  Government.  Such  an  innovation 
has  been  proposed  by  some,  and  more  especially  in  the  large  seaports.  But 
it  would  create  a  radical  change  in  the  whole  theory  of  all  our  collection 
laws.  It  would  subject  the  Government  in  most  of  its  fiscal  concerns  to 
an  entire  and  humiliating  dependence  on  monied  corporations.  And  should 
the  latter,  though  increased  so  much  in  power,  not  aspire  more  to  misuse 
it,  yet  a  wider  door  would  thus  be  opened  to  sinister  influences  as  well  as 
to  great  fiscal  derangements  and  ultimate  losses.  Recent  events  have 
evinced  the  dangers  of  these  so  strikingly  as  to  justify  all  in  being  more 
mistrustful,  and  to  render  the  further  consideration  of  such  apian  unneces- 
sary. 

The  chief  difficulty  under  the  old  systems  need  only  be  understood 
clearly  to  be  duly  appreciated.  It  has  not  been  in  making  large  payments 
or  large  transfers,  when  using  for  deposite  either  the  State  banks  or  the 
United  States  Bank.  Receivers  and  collectors  have  also  in  many  places 
effected  payments  with  promptitude  and  to  great  amounts,  and  almost 
every  trouble  in  transfers  by  them  would  be  obviated  by  the  authority  here- 
tofore asked  for  the  Treasurer,  to  receive  money  for  lands  in  advance  at 
points  mutually  convenient  to  the  purchaser  and  the  Treasurer.  But  the 
greatest  defect  in  any  former  system,  connected  with  this  disturbing  sub- 
ject, has  always  been  of  a  different  character.  It  consists  in  a  want  of  an 
absolute  prohibition  to  employ  the  public  money  for  any  private  purpose 
whatever,  and  in  the  want  of  severe  penalties  to  enforce  such  a  prohibition, 
and  of  other  adequate  checks  and  guards,  possessing  a  preventive  opera- 
tion on  both  the  minds  and  acts  of  officers,  sufficiently  powerful  to 
diminish  defalcations. 

This  defect  has  exposed  the  Treasury  to  constant  losses,  from  the  foun- 
dation of  the  Government,  and  under  all  systems  hitherto  in  use.  It  can 
be  effectually  remedied  by  no  official  regulations,  as  these  have  neither  the 
extent,  respect,  nor  force  of  laws,  but  only  by  such  new  legislation,  both 
penal  and  prohibitory,  as  has  been  repeatedly  recommended  by  this  depart- 
ment, and  as  experience  in  most  other  countries  has  shown  to  be  indispen- 
sable to  check  peculations  in  the  most  effective  manner. 

The  correctness  of  the  statement  as  to  the  existence  of  these  losses  under 
all  systems  and  all  administrations  of  them,  which  have  prevailed  since 
the  present  form  of  Government  went  into  operation,  has  been  shown 
generally  from  official  records  in  reports  made  to  Congress  within  the  last 
two  years,  and  they  will  appear  more  in  detail  in  a  reply,  soon  to  be  pre- 
sented, to  a  resolution  of  the  House  of  Representatives,  calling  for  particu- 
lars concerning  defaults  in  "each  administration,"  from  1789  to  1837. 

It  is  not  proposed  to  enter  here  into  minute  particulars  concerning  the 
results  as  contained  and  exhibited  in  that  reply.  But  a  few  general  state- 
ments from  them  will  throw  light  on  the  topic  under  consideration. 

Losses  appear  to  have  occurred  from  defaults  among  officers  in  every 
"  administration"  or  presidential  term  from  the  formation  of  the  present 
Government.  Thus,  among  disbursing  officers,  they  are  found  in  every 
term  since  1789  j  among  collecting  officers  in  each  since  1793,  and  among 
deposite  officers,  or  banks,  in  all  since  1817. 

The  largest  amount  of  loss  from  ench  class,  within  the  period  described, 
has  been  by  deposite  officers,  consisting  of  banks,  and  including,  as  the 
resolution  requires,  the  depreciation  on  such  of  their  notes  as  were  taken 
for  public  dues.  The  loss  by  this  class,  at  the  lowest  estimate,  has  exceeded 
six  millions  and  a  half  ot  dollars  ;  and,  adopting  a  computation  made  by 
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n  committee  of  the  House  of  Representatives,  in  1832,  would  equal  thirty- 
five  millions.  The  next  largest  amount  of  loss,  as  ascertained  and  com- 
puted by  the  proper  bureaus,  has  been  by  disbursing  officers,  and  has  been 
a  little  under  five  millions.  And  the  least  loss  has  been  by  collecting 
officers,  not  much  exceeding  two  millions.  The  aggregate  of  all  these 
losses,  taking  the  lowest  estimate  for  banks,  is  about  thirteen  millions  and 
a  half,  if,  in  connexion  with  this  subject,  were  considered  the  losses 
in  collecting  the  revenue  by  the  non-payment  of  bonds  for  duties,  on 
which  credit  was  given  to  merchants,  something  over  seven  and  a  half 
millions  of  dollars~must  be  added,  increasing  the  aggregate  to  more  thun 
twenty-one  millions.  The  proportionate  losses  by  these  classes  have  been 
thus  :  Those  by  the  banks  and  by  the  duty-bonds  amount  to  more  than 
two-thirds  of  the  whole.  The  losses,  either  by  Aie  banks  alone,  or  the 
merchants'  bonds  alone,  have  been  nearly  as  great  as  by  both  disburs- 
ing and  collecting  officers  united  ;  arid  either  is  more  than  threefold  as  great 
as  by  collectors  and  receivers,  and  several  millions  more  than  by  them  not 
only  from  1789  to  1837,  but  from  17H9  down  to  the  present  moment. 

The  particular  losses  in  each  presidential  term  being  also  desired  by  the 
resolution,  they  have  been  ascertained ;  and,  as  they  furnish  a  striking 
solution  of  some  of  the  general  causes  of  those  losses,  the  periods  in  which 
the  largest  and  some  of  the  smallest  ones  happened  among  each  class  of 
public  agents  may  be  usefully  designated  here.  Among  the  banks,  the 
largest  losses  were  from  1813  to  1817,  then  consisting  entirely  of  deprecia- 
tion on  notes  taken,  and  next  from  1821  to  1824,  consisting  then  chiefly  of 
deposites;  while  from  1829  to  1833,  and  from  1833  to  1837,  they  were 
smaller  than  in  any  period  since  1813.  Among  disbursing  officers,  looking 
to  the  amount  disbursed,  the  largest  losses  were  from  1821  to  1825,  next 
from  1817  to  1821,  and  next  from  1809  to  1813;  and  they  were  smaller 
from  1829  to  1833,  and  1833  to  1837,  than  in  any  other  term  whatever, 
except  from  1789  to  1793.  The  loss  on  each  $100  from  1829  to  1833 
was  only  nineteen  cents,  and  from  1833  to  1837  only  twenty-six  cents ; 
while  in  some  previous  terms  it  was  as  high  as  two  dollars  and  sixteen 
cents.  In  this  class  the  most  numerous  losses,  compared  with  all  in  office, 
were  from  1817  to  1821,  next  from  1821  to  1825,  and  next  from  1813  to 
1817.  The  smallest  proportion  in  this  respect,  except  during  the  first  two 
terms  under  the  constitution,  was  from  1829  to  1833,  and  except  those 
and  the  third  term,  the  next  smallest  was  from  1833  to  1837. 

Among  collecting  officers,  if  looking  to  the  amounts  collected,  the  largest 
fosses  were  from  1797  to  1801,  next  from  1809  to  1813,  next  from  1817  to 
1821 ,  and  next  from  1805  to  1809.  The  most  numerous  defaults,  compared 
with  the  whole  number  of  that  class  in  office,  were  from  1809  to  1813,  next 
from  1805  to  1809,  next  from  1821  to  1825,  next  from  1817  to  1821,  and 
next  from  1825  to  1828.  The  ratio  of  them  from  1829  to  1833,  and  1833 
to  1837,  was  not  one-fourth  as  large  as  in  some  of  the  periods  just  enumera- 
ted. Indeed  it  was  less  than  in  any  previous  terms  from  the  foundation  of 
the  Government,  except  four,  and  the  number  of  such  defaulters  was  less 
than  in  any  presidential  term  since  1804. 

The  accounts  of  the  post  office  establishment  being  kept  separately,  and 
its  officers  acting  in  the  capacities  both  of  collecting  and  disbursing,  are  not 
included  in  the  above  results,  but  will  be  given  in  the  special  report  in  dis- 
tinct tables. 

On  a  careful  review  of  these  data  it  must  be  obvious,  that  in  the  ab- 
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sence  of  any  penal  prohibition  to  use  the  public  money  for  private  purposes, 
and  of  other  adequate  securities  against  misconduct,  the  increased  losses 
during  some  of  the  terms  mentioned  must  have  happened  more  from  the 
strong  temptations  to  misuse  the  money,  combined  with  the  calamities  in- 
cident to  war,  extraordinary  expansions  and  contractions  in  the  currency, 
and  great  speculations  and  convulsions  in  trade,  than  from  any  peculiar 
rapacity  among  those  then  in  public  trust,  or  any  special  neglect  on  the 
part  of  those  who  were  then  either  accounting  officers,  or  possessed  of  the 
power  to  appoint  and  remove  unfaithful  agents. 

Thus  in  1831,  1832,  and  1833,  prosperous  but  not  speculating  years,  in 
the  interior  scarcely  a  single  loss  is  supposed  to  have  happened  among  re- 
ceivers, though  some  were  then  reported  for  suit  on  previous  defaults  ;  and 
the  same  may  be  said  of  collectors  then,  and  in  1835,  prosperous  but  not  spec- 
ulating years  on  the  sea-board.  But,  in  more  calamitous  periods  of  trade, 
like  1797  and  1798,  1808  to  1813,  1818  to  1821,  and  1837,  sometimes 
succeeding  others  of  rash  speculation,  the  defaults  multiplied  among  col- 
lectors, as  well  as  disbursing  agents.  So,  in  similar  periods  in  the  inte- 
rior, like  1818  to  1821,  and  1836  and  1837,  they  increased  among  the  re- 
ceivers  and  the  banks  much  in  a  ratio  with  the  inordinate  thirst  for  hazard- 
ous investments,  and  the  overwhelming  disasters  which  ensued  from  them 
and  overissues  of  paper  money. 

Another  very  strong  illustration  of  this  is  to  be  found  in  the  periods  of 
the  greatest  losses  on  merchants'  bonds,  compared  with  the  whole  amount 
of  duties  collected.  These  losses  were  the  highest,  from  1825  to  1829,  of 
any  term  since  the  commencement  of  the  Government,  doubtless  in  a  great 
measure  growing  out  of  the  excessive  mercantile  speculations  and  failures 
of  that  period;  and  the  next  largest  were  from  1821  to  1825,  resulting 
probably  from  like  causes  ;  while  from  1829  to  1833,  a  period  of  compara- 
tive regularity  in  trade,  the  loss  was  smaller  than  in  any  other  term  since 
1809,  and  less  than  even  from  1793  to  1797,  and  1797  to  1801. 

On  the  other  topic,  as  to  the  feasibility  and  utility  of  additional  checks 
and  penalties  against  defalcations,  the  illustrations  referred  to,  as  drawn  from 
examples  abroad,  are  these :  Out  of  twenty-seven  governments,  in  respect  to 
which  accurate  statements  have  been  obtained,  and  which  include  almost 
every  important  civilized  country  in  the  world,  twenty-six  seem  to  prohibit 
any  private  use  of  the  public  money,  either  by  collecting  or  disbursing 
agents.  In  six  cases  only  do  the  deposite  agents  appear  to  be  allowed  the 
use  of  public  funds,  and  that  is  only  when  those  agents  are  banks,  and  the 
money  is  placed  with  them  in  general  deposite.  In  a  great  majority  of 
these  governments,  the  employment  of  public  funds  for  private  purposes 
by  any  agents  whatever  is  not  only  prohibited  but  punished  by  severe 
penalties,  such  as  imprisonment  or  the  galleys,  the  penitentiary,  and  in 
some  instances  death.  More  minute  checks  and  guards  also  are  intro- 
duced in  most  of  them,  and  less  is  left  to  discretion  or  regulation,  even  in 
monarchies,  than  he$e? 

That  course  of  making  full  and  explicit  statutory  provisions  on  all  these 
important  points,  and  duly  restricting  executive  discretion,  so  liable  to 
degenerate  into  tyranny,  has  before  been  repeatedly  urged  by  the  under- 
signed, from  a  regard  as  well  to  correct  political  principles  as  to  an  increase 
of  the  public  security,  and  a  diminution  of  the  difficulties  and  responsi- 
bilities he  has  of  late  years  been  compelled  to  pass  through,  in  a  period 
of  such  immense  collections  and  disbursements,  accompanied  by  so  severe 
revulsions  in  commerce  and  such  harassing  bank  suspensions. 
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Dwelling  no  longer  now  on  this  topic,  he  is  convinced,  not  only  that 
the  measures  for  greater  security  in  the  collection  and  disbursement 
of  the  public  money,  but  all  the  other  provisions  heretofore  recommended, 
in  the  establishment  of  an  independent  Treasury,  for  keeping  and  transfer- 
ing  it,  should  be  early  adopted.  Prominently  among  these  last,  is  the 
separation  between  the  banks  and  the  principal  fiscal  operations  of  the 
Government.  That  would  be  likely  to  produce  many  advantages,  which 
have  been  explained  so  fully  on  former  occasions  that  only  a  jew  of  them 
need  here  be  adverted  to,  and  this  very  briefly.  It  would  render  a  bank- 
ruptcy of  the  Treasury  impossible,  by  a  wide  if  not  general  suspension 
of  specie  payments.  To  the  loss,  vexation  and  discredit  of  this,  the  Gov- 
ernment has  already  been  more  than  once  subjected,  and  a  United  States 
Bank,  judging  from  experience  abroad  and  analogy  at  home,  Would  form 
no  more  effectual  guarantee  against  it,  than  State  banks  during  periods 
of  extraordinary  convulsions  in  trade,  if  administered  under  the  present 
imperfect  system  of  banking;  or,  in  other  words,  under  similar  defective 
charters,  and  occasionally  similar  false  banking  principles.  Such  a  separa- 
tion would  relieve  both  the  banks  and  the  Government  from  any  further 
exposure  to  mutual  importunities,  embarrassments  and  criminations.  Both, 
and  doubtless  beneficially  to  both,  would  be  left  more  to  their  own  resources 
and  less  to  dependence  on  the  others'  favor,  whether  instigated  by  cupidity 
on  the  one  hand  or  political  ambition  on  the  other.  Instead  of  in- 
creasing, it  would  diminish,  executive  power ;  for  the  latter  would  be 
stripped  of  all  bank  influence,  and  be  allowed  in  its  stead  neither  the  use 
nor  possession  of  the  public  money  except  under  agents  not  selected  by 
itself  alone,  as  in  case  of  the  banks;  little  increased  in  number,  guarded 
by  additional  securities,  and  forbidden  by  the  severest  penalties  to  use  a 
dollar  of  it  for  any  private  purpose.  It  would  tend  to  check  improvident 
paper  issues,  that  in  some  degree  deteriorate  the  exchangeable  value  of 
specie  itself  as  well  as  of  paper,  and  it  would  secure  the  best  possible 
currency  in  the  present  state  of  the  constitution  arid  laws.  In  fine,  it 
would  remove  all  inducements  to  hoard  what  could  not  be  used  for  profit, 
to  delay  payment  of  what  could  not  be  otherwise  employed,  to  augment 
taxes  or  tariffs  for  deposites  that  cnn  yield  no  emoluments,  and  to  indulge 
in  reproaches  or  suffer  inconveniencies,  as  banks  now  do,  at  being  deprived, 
by  public  drafts,  of  funds  which,  under  the  proposed  system,  would  only 
add  to  the  risk  and  responsibility  of  the  depositary  instead  of  his  gains, 
and  would  therefore  be  gladly  parted  with. 

CONDITION    OF    BANKING    INSTITUTIONS    GENERALLY.  AND  THE  KIND  OF 
MONEY   RECEIVABLE  FOR  PUBLIC  DUES. 

The  condition  of  the  banking  institutions  generally  in  the  United  States 
is  always  a  topic  of  some  financial  interest.  But  it  now  possesses  less  with 
the  General  Government  than  it  did  when  the  connexion  between  them 
was  more  intimate  and  extensive. 

It  is  regretted  that  space  remains  on  this  occasion  for  but,  little  more,  con- 
cerning their  condition,  than  a  reference  to  the  special  report  which  will 
soon  be  submitted  from  the  last  authentic  returns  that  can  be  obtained. 

In  the  meantime,  however,  it  may  be. inferred  from  returns  not  very  nuv 
merous,  and  from  some  general  data,  that  sfcnce  the  first  of  January  last  the 
circulation  of  those  banks  now  paying  specie  has  profcably,  oil  an  average 
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been  curtailed  quite  one  third,  or  between  sixteen  and  twenty  millions ; 
that  the  circulation  of  most  of  the  others  had  not  been  increased  at  the  time 
of  their  late  suspension  ;  that  the  aggregate  amount  of  specie  in  all  of  them 
is  not  reduced  more  than  eight  or  ten  millions ;  arid  that,  since  the  fall  in 
foreign  exchange,  these  institutions,  with  a  few  exceptions,  originating  in 
gross  departures  from  correct  banking  principles,  by  embarking  in  trade 
and  by  making  large  investments  and  long  loans*,  often  not  to  business 
men,  nor  for  common  business  purposes,  are  as  able  as  ever  to  sustain  spe- 
cie payments,  provided  they  felt  disposed  to  exercise  their  former  forbear- 
ance and  indulgences  towards  each  other,  and  the  community  towards 
them.  It  is  a  source  of  much  satisfaction  to  add  that  the  recent  sus- 
pension has  caused  far  less  embarrassment,  delay,  and  probable  loss  to  the 
Treasury,  whether  by  deposites  in  banks  or  the  possession  of  their  notes, 
than  have  occurred  heretofore  on  similar  occasions. 

Two  reasons  exist  for  this.  The  banks  have  of  late  been  employed  and 
their  notes  taken  to  a  less  extent  than  was  before  customary,  and  the  sus- 
pensions among  them  have  been  less  general,  by  not  reaching,  it  is  com- 
puted, over  one-third  of  the  whole  number  in  the  United  States,  though  in- 
cluding, perhaps,  more  than  half  of  the  whole  banking  capital.  Of  those 
suspending,  fortunately  only  three  or  four  held  any  considerable  amounts 
of  public  money  deposited  with  them  since  1837,  and  they,  as  well  as  the 
rest  now  in  public  employ,  have  made  commendable  exertions  to  meet 
with  fidelity  their  engagements  to  the  Treasury. 

The  admonitions,  however,  which  the  late  suspension  has  given  in  re- 
spect to  the  importance  of  some  new  legal  provisions  connected  with  the 
keeping  of  the  public  money,  have  not  been  slight,  and  have  already  been 
sufficiently  adverted  to. 

They  appear  to  be  equally  strong  in  favor  of  some  new  legislation  or 
additional  regulations  as  to  the  kind  of  currency  which  should  be  received 
for  public  dues. 

In  relation  to  this  last  point  the  constitution  and  laws  are  now  explicit 
enouofh  concerning  what  constitutes  money. 

But  the  practices  under  them,  in  receiving  other  things  than  gold  and 
silver  as  money,  or  rather  as  a  currency  or  substitute  for  money,  have 
continued  so  long  and  been  at  times  so  loose  as  to  create  much  danger  and 
difficulty.  The  views  of  the  department  on  all  portions  of  this  subject 
were  so  fully  explained  to  Congress  on  previous  occasions,  and  more  par- 
ticularly in  September,  1837,  as  to  render  it  unnecessary  to  repeat  them 
here. 

But  some  illustrations  and  confirmations  of  those  views,  contained  in  the 
transactions  of  the  present  year,  are  new,  and  are  as  follows  : 

In  sundry  instances  banks,  as  well  as  individuals,  holding  the  Treasur- 
er's drafts,  have  insisted  on  specie  in  payment,  and  refused  to  accept  the 
current  notes  of  specie-paying  banks. 

This  they  had  an  undoubted  right  to  do,  and  thus  the  idea  has  been 
strongly  corroborated,  that,  however  much  both  public  and  fiscal  conveni- 
ence may  be  promoted  by  the  use  of  a  paper  currency,  for  either  large  or 
distant  payments,  yet  the  receipt  of  any  thing  short  of  specie,  or  the  notes 
not  only  of  specie-paying  banks,  but  such  as  are  convertible  into  specie  oa. 
the  spot,  and  at  par,  can  never  effectually  protect  the  public  credit.  Th» 
practical  importance  of  this  question  under  our  present  system  will  be  the 
more  obvious  when  it  is  understood  that  near  twenty  millions  of  the  twenty- 
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five  expended  this  year,  for  ordinary  purposes,  have  been,  and  will  be  paid 
by  drafts  drawn  directly  on  collectors  and  receivers,  and  must  therefore  be 
met,  not  only  by  them,  but  in  specie  or  its  equivalent.  It  seems  impossible, 
also,  that  eventual  embarrassment  and  occasional  losses  by  bank  failures  and 
suspensions  should  be  obviated,  if  any  thing  but  specie  is  long  kept  on 
hand  by  public  agents  of  any  description.  Nor  can  any  system  operate  as 
a  check  on  over-issues  by  banks,  restrain  the  tendency  to  gambling  specu- 
lations, and  aid  gradually  in  improving  the  currency  of  the  country,  as  well 
as  preserve  in  purity  the  true  constitutional  standard  of  value,  unless  the 
notes  received  are  speedily  paid  over  for  public  debts,  when  acceptable  to 
creditors,  and,  at  brief  intervals,  any  of  them  left  on  hand  are  returned  for 
specie  to  the  institutions  that  issued  them. 

It  appears  that  the  effect  which  such  a  course  would  produce  in  the  cur- 
rency at  large,  by  permanently  withdrawing  specie  either  from  banks  or 
from  circulation,  would,  in  ordinary  times,  be  much  less  than  many  persons 
have  apprehended.  In  the  collection  and  payments  of  the  above  twenty 
millions  by  collectors  and  receivers,  the  whole  amount  on  hand  with  all  of 
them,  at  any  one  time,  has  seldom  exceeded  one  million  and  a  half. 

At  New  York  city,  where  near  two-thirds  of  the  customs  of  the  whole 
Union  are  collected,  and  where  the  gross  receipts  this  year  will  exceed  fif- 
teen millions  of  dollars,  the  amount  on  hand  at  any  one  time  has  not  aver- 
aged half  a  million  of  dollars. 

As  an  illustration  of  the  system  of  drawing  for  this  money  speedily,  it 
may  be  added,  that  the  amount  left  at  the  close  of  each  week,  subject  to 
drafts,  has  seldom  equalled  one-twentieth  of  a  million. 

At  the  recent  suspension  of  specie  payments  most  of  the  funds  in  the 
custom-houses  were  composed  of  bank  notes;  but  nearly  half  of  those  in  the 
land  offices  consisted  of  specie.  Though  the  notes  on  hand  were  issued  by 
banks  paying  specie,  and  in  good  credit  at  the  time  they  were  taken,  yet 
even  a  part  of  them,  suddenly  becoming  irredeemable,  has  caused  some  in- 
convenience, several  protests,  and  a  few  injurious  delays,  with  both  receiv- 
ers and  collectors.  At  the  former  suspension,  as  specie  was  the  only  cur- 
rency then  allowed  to  be  taken  by  receivers,  most  of  these  difficulties  were 
obviated  with  them,  and  were  confined  chiefly  to  the  deposite  banks  and 
large  collectors.  The  great  amount  of  specie  which  the  receivers  then  pos- 
sessed contributed  much  also  to  the  general  relief  of  the  Treasury,  and 
especially  furnished  most  opportune  means  for  making  legal  as  well  as 
satisfactory  payments  of  the  heavy  Indian  annuities,  soon  afterwards  fall- 
ing due  in  the  west. 

Some  considerations  were  intended  to  be  next  presented  on  the  perma- 
nent deficiency  apprehended  as  likely  to  happen  in  the  revenue,  after  1841, 
unto  the  operation  of  the  present  tariff.  But  the  length  to  which  this 
conipiuni cation  has  already  extended,  and  the  dbubt  whether  Congress 
may  deem  it  advisable  to  legislate  so  long  beforehand  in  anticipation  of  an 
event  which  possibly,  but  not  probably,  may  be  avoided,  have  induced  the 
department  to  postpone  for  the  present  any  particular  remarks  on  a  topic 
involving  considerations  of  so  difficult  and  agitating  a  character. 

MISCELLANEOUS. 

Some  of  the  leading  changes,  which  this  department  during  the  last  five 
years  has  thought  proper  to  urge  as  material  in  connexion  with  the  finan- 
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ces  may,  before  closing,  be  summarily  and  perhaps  usefully  condensed,  and 
presented  together  to  the  consideration  of  Congress. 

They  are  as  follows : 

A  new  organization  of  the  Treasury  Department  in  such  respects  as  to 
ensure  a  more  appropriate  division  of  labor,  a  stricter  accountability,  and  a 
closer  supervision  over  the  collection  of  the  revenue  by  officers  exclusively 
devoted  to  it. 

An  increase  of  the  checks  and  securities  against  defaults  in  all  officers, 
whether  collecting,  keeping,  or  disbursing  public  money,  and  more  espe- 
cially by  prohibiting  its  use  for  private  purposes  under  severe  penalties. 

Some  provident  fund,  to  be  formed  when  any  oce-asional  and  accidental 
surplus  happens  to  be  in  the  Treasury,  (but  never  designedly  raising  one 
by  taxation)  which  shall  be  employed  to  meet  contingencies  and  fluctua- 
tions instead  of  our  being  compelled  frequently  to  resort  to  loans  or  increas- 
ed taxes ;  and,  in  the  absence  of  such  a  fund,  a  permanent  authority  to 
be  given  for  the  procurement  of  means,  when  needed,  under  unexpected 
deficiencies. 

A  reduction  in  the  ordinary  expenditures,  so  as  for  several  years  not  to 
exceed  seventeen  or  eighteen  millions  of  dollars  annually,  unless,  when  the 
revenue  is  abundant,  the  great  national  works,  which  it  is  intended  to  com- 
plete in  any  event,  should  be  hastened  more,  and,  when  the  revenue  is 
smaller,  be  proponionably  retarded. 

The  passage  of  occasional  pre-emption  and  graduation  laws  as  to  the 
public  lands,  under  judicious  limitations  concerning  the  quantity  sold  in 
any  one  case,  and  for  the  prevention  of  frauds  and  partialities. 

To  reduce  the  tariff,  whenever  the  amount  of  revenue  justifies  the 
measure  ;  and  always  regulate  its  provisions  with  a  paramount  regard  to 
finance,  discouraging  articles  of  luxury,  and  encouraging  useful  and  neces- 
sary ones  only  as  incidental  objects  in  tariff  legislation. 

In  connexion  with  this  policy  of  protecting  freedom  of  trade,  to  resist 
monopolies  and  exclusive  privileges,  whether  in  banking  or  commerce. 

The  exclusion  of  small  bank  notes  from  circulation,  so  as  to  enlarge  the 
quantity  of  specie  within  the  country  ;  increase  the  use  of  it,  and  especially 
of  gold,  for  common  purposes,  and  thus  protect  as  well  the  banks  against 
runs  or  panics  as  the  laboring  classes  from  losses  and  depreciations  inci- 
dent to  every  paper  currency,  like  ours,  not  founded  on  a  specie  basis  as 
broad  as  the  paper  itself.  And  finally,  the  rapid  extinguishment  of  any 
national  debt,  and  the  creation  of  no  new  one  of  a  permanent  description. 
in  peace. 

A  prominent  feature  in  the  policy  which  has  thus  been  recommended  as 
to  our  fiscal  affairs,  has  been  to  leave  to  State  legislation  all  matters  of 
doubtful  jurisdiction,  as  well  as  all  clearly  of  a  domestic  and  State  char- 
acter, whether  connected  with  the  revenue  or  the  currency,  the  exchanges 
and  commerce,  or  some  other  exciting  interests  of  the  country  less  inter- 
mingled with  the  immediate  business  of  this  department.  The  undersigned 
takes  pleasure  in  acknowledging  that  several  of  those  enumerated  measures 
did  not  originate  with  him ;  yet  they  have  all  received  his  earnest  official 
support,  and  he  is  gratified  that  steps  have  already  been  taken  by  Congress 
insuring  in  part  the  success  of  some  of  them. 

The  rest,  as  well  as  those,  are  again  respectfully  commended  to  favorable 
consideration,  hoping  that  the  scrutiny  of  longer  discussion  and  reflection 
may  have  satisfied  its  members  that  the  full  adoption  of  them  all  would 
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promote  the  durable  prosperity  of  the  finances,  and  at  the  same  time  be  in 
harmony  with  the  constitution,  and  favorable  to  most  of  the  great  interests 
of  the  country. 

In  respect  to  several  remaining  matters  connected  with  the  numerous 
duties  devolved  on  this  department,  it  is  proposed  to  postpone  the  con- 
sideration of  most  of  them  to  special  reports  to  Congress,  and  separate  com- 
munications to  suitable  committees. 

Amonor  the  latter  is  a  mass  of  questions,  chiefly  connected  with  the 
public  lands  and  the  custom-house  establishment.  Among  the  former  are 
the  state  of  the  lighthouses;  the  progress  in  the  survey  of  the  coast; 
the  manufacture  of  weights  and  measures;  the  condition  of  the  Mint 
and  its  branches  ;  the  situation  of  our  trade  with  the!  British  provinces  and 
West  Indies  ;  the  disposition  made  of  our  deposites  with  the  several  States  : 
and  various  other  subjects  of  minor  importance. 

In  a  note  annexed  (M)  are  explained  briefly  a  few  topics  still  different, 
and  some  of  them  more  urgent  in  their  character,  such  as  the  exclusive 
employment  of  one  of  the  present  comptrollers  as  a  commissioner  of  the 
customs;  a  revision  of  the  number  and  compensation  of  officers  in  the 
customs,  and  especially  their  pay  during  the  past  year  ;  the  requirement  of 
official  security  from  district  attorneys  ;  a  change  in  the  commencement  of 
the  fiscal  year,  making  also  the  commercial  the  same  as  the  calendar 
year ;  appropriating,  in  certain  cases,  for  five  quarters,  and  keeping  and 
publishing  all  accounts  and  returns  by  quarters  as  well  as  years  ;  new  pro- 
visions concerning  papers  in  whale  ships  and  in  vessels  on  the  coast  of 
Africa ;  a  declaratory  act  as  to  the  duties  on  silks  and  worsteds ;  and  the 
further  extension  of  the  laws  for  the  relief  of  insolvent  debtors. 

Within  the  present  year,  the  business  as  to  the  French  indemnity  has 
heen  closed  by  distributing  the  additional  interest  obtained  on  the  first  four 
instalments.  The  sixth  payment  due  from  the  kingdom  of  Naples  has  also 
been  received  and  divided  among  the  claimants. 

The  annual  exhibit  of  the  condition  and  business  of  the  General  Land 
Office  usually  accompanies  this  report,  but,  from  its  length  and  importance,, 
it  will  be  presented  separately  in  a  few  days.  The  very  successful  progress 
made  in  bringing  up  the  arrears  of  business,  and  in  the  despatch  of  the 
enormous  amount  of  current  duties  devolved  on  that  office  by  the  unprece- 
dented sales  in  1835  and  1836,  deserves  special  notice.  It  has  enabled  the 
Commissioner  to  dispense  with  the  employment  of  nineteen  of  his  former 
clerks.  Disagreeable  and  embarrassing  as  the  discontinuance  of  official 
services  usually  is,  a  strong  sense  of  its  propriety  in  an  economical  view 
has  led  to  the  measure  on  this  occasion  without  any  special  direction  by 
Congress.  It  is  also  again  urged  as  a  proper  topic  for  legislation,  and 
Without  which  it  cannot  be  effected,  that  the  number  and  consequently 
the  expense  of  the  old  land  offices  be  reduced,  by  uniting  several  with 
others  adjoining,  where  the  quantity  of  business  has  become  much  lessened. 
A  similar  course  as  to  some  of  the  collection  districts  on  the  sea  board  has 
before  been  recommended,  and  is  still  considered  worthy  the  attention  e>f 
Congress.  In  all  these,  as  well  as  in  larger  savings,  economy  is  undoubt- 
edly true  wisdom. 

Respectfully, 

LEVI  WOODBURY, 

Secretary  of  the  Treasury. 

Hon.  R.  M.  JOHNSON,  Vice  President  of  the 

United  States,  and  President  of  the  Senate. 
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